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ABSTRACT 
This chapter examines the application of cluster theory to small groups of co-located wine and 
tourism enterprises. It explores how traditional notions of cluster theory apply in the micro 
context and whether such interpretations can be used as a valid tool for understanding how 
co-located regional businesses interact. The chapter describes three case studies of regional 
wine and tourism related businesses to illustrate how these micro-clusters might be identified 
and determine the significance of inter-relationships within and between co-located clusters. 
Such findings provide evidence of the strength or otherwise of these clusters. The chapter 
suggests that at the micro-scale, co-located clusters share some complementarity or overlap 
with each other through geography, resources and levels of activity and this may be a factor 
that propels these clusters forward or sparks new cluster development. 
 
 
INTRODUCTION  
 
Many studies of performance, innovation and clustering note that industry matters (Rosenfeld, 
1996; Porter, 1998; Swann, Prevezer, & Stout, 1998). It is well documented that Industry 
together with co-operative behaviour is important in cluster development (Porter, 1998). In 
some industry sectors, such as wine and tourism, this may be of particular relevance because 
of the size of dominant enterprises, the nature of knowledge and knowledge transfer, the 
diverse makeup of these sectors and their competitive rules and path dependencies. 
 
 
The study reported on in this chapter concerns the wine and tourism industries and the 
interaction between them in the form of wine-tourism. It draws from four bodies of literature; 
clusters, the tourism industry, the Australian wine industry and wine-tourism. Though the 
focus in industry specific, the concepts of cluster classification, interaction or overlap and the 
comparative economic significance of clusters are not and there may be some parallels 
between these industries and other regional industries. In discussing wine and tourism, 
attention is specifically drawn to the nature of the industries, the implications for regional 
cluster development and finally the convergence in wine-tourism. Understanding industry 
specific cluster pre-conditions may influence the development of certain industries in a given 
region and be important in the formation of regional and industry based clusters.  
 
Using regionally based wine and tourism industries as exemplars, this study explores whether 
clusters differ in different industries and if so do the processes of clustering also vary. Further 
to this, can the industry type, the extent of clustering activity, the location or a combination of 
these factors influence the level of cluster activity and the extent of cluster overlap?  
 
An insight into how regional cluster theory applies in the different industries of wine and 
tourism may prove useful in the study of how other co-located industries interact. Using the 
diamond advantage framework proposed by Porter (1990), the Californian wine cluster study 
evaluated its competitiveness in order to improve productivity and help determine its position 
in the global wine market. It identified key issues facing the cluster and compared these with 
other wine clusters in Chile, France and Italy (Alexander et al., 1997). The resultant cluster 
map illustrated the inter-connectedness of elements that make up this wine industry cluster. 
This schematic representation of a wine cluster indicates across firm linkages, together with 
linkages with other clusters. These linkages were identified with the tourism cluster, the food 
 
cluster and the agricultural cluster; however, there was no exploration of the nature of these 
intra-cluster linkages (Porter, 1998). There has also been less emphasis in the traditional 
cluster literature on identifying and classifying clusters in situations where the level economic 
activity of an individual industry may not be significant in isolation but is more important 
when there is overlap between co-located industries. It is therefore important to understanding 
what is meant by industry, regions and clusters in this context if the application of this theory 
is to be broadened.  
 
INDUSTRIES, REGIONS AND CLUSTERS 
 
The concepts of an industry, a region and a cluster are ways to describe and understand how 
enterprises are organised in specific geographic locations. In regional wine and tourism 
enterprises, exploring these concepts is important in determining what is important for the 
development of wine-tourism as a new industry in specific regions. The emergence of wine-
tourism as a vibrant industry in some regions and its limited development in others has 
highlighted a variance in the way these industries operate and interact across different 
locations. 
  
Firstly, what is meant by an industry? In this chapter, industry is meant as essentially a group 
of establishments or businesses that produce related goods or services (Jackson, 1989a). Thus, 
in this context, an industry is not interpreted on the basis of how it is classified statistically, 
that is for standard industry classification, but rather on inter-relationships and similarities 
between products and activities. However, to measure economic inputs and outputs, a clearly 
identified industry is required and this is a challenge when applied in particular to tourism. 
The diverse ranges of establishments that engage in tourism are included in a number of 
 
recognised industries (Jackson, 1989b). For this reason standard industry definitions used for 
economic analysis fail to fully capture tourism endeavours. By comparison, the wine industry 
poses fewer problems as it is narrower and has a more easily identified range of 
establishments involved. It is, however, not purely within the agricultural sector or indeed the 
manufacturing sector, so again standard industry classification is unclear (Chapman, 2000). 
Consequently the notion of a clearly defined industry as identified by Standard Industry 
Classification data, the basis on which many tradition clusters have been identified, does not 
necessarily apply in all cases.  
 
Secondly, the nature of much of the tourism and wine industry means they are often located in 
regional parts of Australia.  A region in this study means non-metropolitan and generally has 
links with primary industries and associated or decentralised secondary industries (Black, 
2000). Regions can have both tourism resources and wine resources, and in some instances, 
regions may have some similarities in their wine and tourism industry development. This 
suggests a degree of industry overlap whereby these two industries may share a number of 
common attributes such as geographic co-location and economic, social and natural resource 
assets. In some cases, the industries compete for land, capital and skilled labour. However, 
they also have significant demand and supply side complementarities that create better 
conditions for the development and performance of both industries. This complementarity 
however, in terms of its nature and economic significance, varies considerably from one 
region to another. 
 
Finally, because of the nature and scope of both industries and regions, this means that the 
term cluster is interpreted from a broad perspective.  Within the cluster literature, there is 
some ambiguity in the definition of clusters (Bergman & Feser, 1996; Feser, 1998; Jacobs & 
 
De Man, 1996; Porter, 1998; Rosenfeld, 1997). Porter (1998) provides the most commonly 
quoted definition; however, it does not specify the particular application of clusters at a 
micro-scale or in rural settings. Therefore, the following definition (though less commonly 
used) was adopted for this study because it identifies relevant aspects of micro-clusters. 
Rosenfeld (1997) contends that clusters need not be economically significant to exist for “a 
cluster is very simply used to represent concentrations of firms that are able to produce 
synergy because of their geographic proximity and interdependence, even though their scale 
of employment may not be pronounced or prominent” (p.4). In this context the term micro-
cluster is used to identify those small, often regional or industry specific clusters that may or 
may not have been formally identified. 
 
This definition of clusters, which interprets clusters as a group of establishments that are co-
located and interact with each other and have some interdependency which may or may not be 
recognised economically or strategically, seems most applicable when applied to sometimes 
small and regionally specific centres of wine or tourism activity.  This means that clusters can 
be loosely formed by simple co-location and passive interaction, or may be the result of 
actively sought co-location benefits such as joint marketing, or focused around a dominant 
player or a centre of excellence. The existence of passive and active externalities referred to 
by Brown (1999) can determine the level of dynamism a cluster generates. These externalities 
are part of the cluster classification process and reflect the types of clustering processes that 
are present. Passive cluster processes occur when businesses co-locate; they occur without 
any conscious effort on the part of the individual businesses but provide positive benefits to 
the businesses. These benefits generally relate to traditional cluster externalities and include 
specialist inputs, spill-overs of knowledge, the existence of skilled labour or local knowledge 
and infrastructure development, which occur outside the sphere of influence of the individual 
 
business. Rather, they occur by passive interaction of businesses within a cluster or between 
clusters. As these passive processes become stronger, active cluster processes such as joint 
marketing and production activities, innovation and infrastructure support may begin to 
develop. These active processes relate to the dynamism of clusters, they are different from 
passive cluster externalities in that they depend on those benefits gained only through 
conscious activity by businesses within the cluster (Brown, 1999). The dynamism created is a 
consequence of highly developed inter-relationships between businesses in the cluster, and 
may occur between clusters. These relationships involve competition, collaboration and joint 
activity.  
 
There are other cluster classification approaches that are less about levels of activity and more 
about types of production. For example, Verbeek (1999) and Roelandt and Hertog (1999) 
classify clusters into two distinct categories based on similarity or interdependency of 
production, which reflect a static approach. This form of classification may restrict the ability 
to describe clusters in the micro context because it largely depends on concentration of 
enterprises. However, it also reflects how inter-dependent cluster members are on one 
another, whilst in turn has implications for cluster complementarity. The import of inter-
relationships among firms in a cluster is recognised by both Rosenfeld (1996) and Enright 
(2000a, 2000b); when classifying clusters, they consider the level of firm interaction. This 
level of interaction may become a key factor in determining the shape and strength of the 
cluster.  
 
Brown (1999) introduces another concept in classifying clusters – pre-conditions. Pre-
conditions are those factors that are present in cluster development; they may spark this 
 
development or may add incrementally to such development. These conditions will be 
explored in relation to each of the clusters identified in the case studies reported on in this 
chapter. 
 
The Tourism Industry and Clusters 
 
The growth of the Australian tourism industry and its continued expansion into regional and 
rural parts of Australia has implications for the economic future of many rural and regional 
areas (Blamey & Hatch, 1998; Prosser, 2001). A number of important industry specific 
features of the tourism industry influence the way in which it operates in the regional 
economy. Understanding issues associated with the tourism industry and whether these 
influence how regional businesses engaged in tourism may contribute to how regional tourism 
clusters form, are structured, and the processes that are active within them. 
 
This understanding is complicated by the nature of tourism and the breadth of this industry. 
Because this chapter focuses on clustering in an industry, it is important to understand the 
issues associated with identifying components of this industry and measuring their 
relationships and activity. The discussion emerges from the debate on a standard definition for 
tourism that can be used in meaningful comparative studies (Leiper, 1979; Jackson, 1989b; 
Leiper, 1990; French, Craig-Smith, & Collier, 1995; Hall, 1995; Leiper, 1995; Leiper & 
Carlsen, 1998; Williams, 1998). The literature demonstrates that definitions vary according to 
the purpose of the specific study undertaken and the term tourism is used loosely and 
represents a multi-disciplinary and complex phenomenon (Leiper, 1990). As a complex 
network of value generating relationships; it is a rare phenomenon.  
 
 
Tourism is an industry that has been recognised but is not easily measured and is an industry 
with such a broad scope as to limit intra industry co-operative behaviour (Jackson, 1989b; 
Leiper, 1990). This suggests that clustering is less likely in tourism than in industries with a 
narrower scope. Difficulty in identifying tourism clusters stems from both the broad industry 
base and the limited data available that delineate this industry from others.  
 
Analysis of the economic impact of tourism using a tourism satellite accounting system has 
been an attempt to provide data that reflects where and how much tourism contributes to the 
economy (Australian Bureau of Statistics, 2002). This system however falls short of 
identifying industry participants and the relationships between these participants. The 
shortfall in data on supply side activities and data identifying the businesses that are actively 
supplying tourism product creates some difficulties when identifying clusters and 
understanding the processes that occur within them. Another complicating factor is that many 
tourism enterprises are at the micro-level. This leads to difficulties in identifying, classifying 
and measuring the components of the tourism industry. This difficulty in defining tourism and 
the data limitations may require the use of other approaches that represent this industry better. 
Clusters, value chains and value nets are alternative classifications to industry. These 
measures may capture the complexities associated with a diverse range of businesses and 
relationships involved in a fragmented industry such as tourism.  
 
It seems there are several characteristics of the tourism industry that are important when 
considering how and indeed if, clusters apply in this industry. Most cluster studies rely on 
broad industry definitions and the more traditional and statistically based cluster analysis may 
often use standardised industry data (Institute for Strategy and Competitiveness, 2004). There 
are difficulties in applying traditional cluster analysis to tourism and these largely stem from 
 
the limited availability of this type of data and the nature of the tourism industry. Other 
aspects of tourism may also challenge the notion of clustering. A key component of clusters is 
that competition and co-operation can be mutually beneficial (Jorge, 1978; Enright, 1996). In 
tourism, the prevalence of a competitive approach by managers and organisations within the 
industry is well recognised. Businesses involved in tourism are more likely to see themselves 
as competitors rather than potential partners or allies (Smith, 1998). This may indeed restrict 
the productivity and potential of regional tourism clusters (Leiper, 1995).   
 
Co-operation does occur within the tourism industry and is generally driven by marketing and 
is demonstrated when specific partnerships are forged; for example resort associations and 
destination-marketing associations. However this is not always viewed as functional industry 
co-operation in the tourism context (Smith, 1998). Within these industry based organisations 
Smith (1998) suggests “It is rare to find integrated, industry-wide, co-operative marketing 
strategies with a commitment to sharing data and research and a willingness to work together 
on industry wide challenges” (p.33). Consequently, the benefits of co-operation may not be 
fully realised and this is perhaps why few successful tourism clusters have been reported in 
the literature.   
 
There are however a number of characteristics of the tourism industry that may benefit from a 
cluster approach.  By recognising that tourism is a fragmented industry where some 
participants do not realise they are part of the ‘industry’, Leiper, (1995) suggests tourism 
extends beyond the scope of markets and industries and should be viewed as part of a whole 
system. This includes economic, cultural and physical aspects (Jackson, 1989b; Leiper, 1990). 
The notion of a system is akin to that of a cluster and may be a powerful tool in helping 
understand the structure, conduct and performance of tourism in regions. 
 
 Other aspects of the tourism industry such as horizontal integration, economies of scale, 
innovation through information technology, branding in mass and niche markets and networks 
based on strategic alliances are also relevant to cluster research (Porter, 1990; Rosenfeld, 
1997; Porter, 1998; Nordin, 2003). These have become part of the travel industry rationale to 
maintain a competitive advantage in the market place (Porter, 1990; Ioannides & Debbage, 
1998).  Also, the confluence of economic and spatial inter-relationships in tourism through 
regional destination planning can provide an impetus for regional tourism cluster 
developments (Gunn, 1994; Enright & Ffowcs-Williams, 2000). 
 
These apparent similarities in tourism development and clustering do not mean that 
identification of tourism clusters is easy. This is reflected in the absence of certain cluster 
requirements and tourism clusters may be obscured by their involvement in several 
overlapping industry categories (Porter, 1998). Porter (1998) sees tourism as a good example 
of complementarity in clusters because the quality of visitor experience does not only depend 
on the primary attraction but also on other related facilities. This is exemplified where the 
quality of a visit can be influenced by one of many seemingly unrelated experiences that can 
have an influence on the tourism experience as a whole. This notion of complementarity in 
tourism and clusters is significant and may be a means by which tourism clusters can be 
understood.  By relating tourism clusters to other industry clusters such as wine, there is an 
opportunity to explore if this is in fact the case. 
 
The challenges associated with tourism cluster development however largely reflect the 
difficulty in measuring economic impacts using standard statistical sources and the often 
small scale of regional tourism which results in a lack of critical mass, geographic isolation, 
 
infrastructure shortfalls and shortages of skilled resources (Smith, Denton, & Crinion, 1999). 
Attempts at tourism cluster identification and analysis have been undertaken using a range of 
approaches and reflect these difficulties (Roehl, 1998). Within Australia, attempts by State 
governments to identify particular tourism clusters have shown varying levels of success. The 
first of these initiatives was to identify an international tourism cluster in South Australia 
(Smith et al., 1999; Blandy, 2001). Using a collaborative approach to industry cluster 
development, this program identified an International Tourism Cluster but the development of 
this cluster met with limited success (Blandy, 2001). In the tropical north Queensland region 
there has been some success in developing a tourism cluster (Nordin, 2003). The Cairns 
Regional Economic Development Corporation (CREDC) cluster development formula is 
based around collaborative marketing and development of the Cairns tourism destination 
precinct (CREDC, 2002).  
 
These government initiated approaches to creating clusters may be more about intent and 
hope than real co-operation and relationships. Hence these types of cluster approaches often 
rely on seeding by government development initiatives and are initiated by consultants. 
Consequently they are initially driven from the top down rather than emerging organically. 
This may have some impact on how these essentially market driven destination strategies 
function as clusters in the long term. There are other examples of cluster developments 
beginning to emerge within the Australian tourism market but there is limited assessment of 
these approaches reported in the literature. It is noted at this point that not all industry 
approach clusters in the same way and an example of this is the Australian wine cluster. 
 
The Wine Industry and Clusters 
 
 
Wine, unlike tourism, is a fairly narrowly based industry category. As an industry, wine has a 
number of characteristics that have influenced its growth as an Australian exporter and its 
competitiveness on the world market.  The location of the industry over regional Australia’s 
agricultural land has meant that this industry continues to have significant implications for the 
economic circumstances of these regions. The industry however faces a number of challenges 
from changing world markets, and a changing industry structure.   
 
The changing structure of the industry from a dominance of small to medium producers to 
fewer large companies has lead to the twenty top companies controlling almost 95 percent of 
the wine output . This is very different to tourism which is dominated by small businesses and 
where no one enterprise owns or controls the most popular destinations. In the wine industry 
the change in structure has implications for domestic producers and particularly for small to 
medium wine producers. A report, recently commissioned by the Commonwealth 
Government identified strategies for smaller wine producers based on regional branding for 
niche marketing for the long term growth and profitability for these businesses (ACIL, 2002).  
 
The Australian wine industry today is largely made up of two components; the large 
multinational exporters which depend less on the domestic market and the large number of 
small to medium operators who make up the bulk of the domestic wine industry. Many 
existing and developing wine regions are dominated by these smaller enterprises which often 
become engaged either intentionally or by necessity in regional tourism based activities. 
 
There are a number of attributes demonstrated by the Australian wine industry that make it 
particularly amenable to cluster behaviour. One of the key pre-conditions for the current 
success of the Australian wine industry has been attributed to the industry’s capacity to 
 
collaborate (Marsh & Shaw, 2000). Rivalry and fierce competition exist between producers 
but it is argued collaboration around shared concerns of future competitiveness and 
profitability has drawn this industry together (Anderson 2001a). In addition, pre-conditions 
associated with natural advantages present in many Australian wine regions extend beyond 
the resource base and suitability of the region for wine production to include the importance 
of recognised boundaries for the various wine growing regions and sub-regions (Anderson, 
1999). This differentiation between wine regions promotes localisation in a way that is not 
readily achieved by other regional products in Australia (Anderson, 2001b). This creates a 
direct means of generic branding and promotion of wines from these regions (Anderson, 
1999). Branding, usually regionally based, has strong links to tourism destination marketing 
which is also regionally based with strong local identity.  
 
A number of accounts have been given of the Australian wine industry and its propensity to 
exhibit strong clustering characteristics (Anderson, 2001a; Bond, 2000; Chapman, 2000; 
Marceau, 1997; Marsh & Shaw, 1999). Not surprisingly, it has been identified as a successful 
industry cluster (Marceau, 1997; Chapman, 2000; Marsh et al., 2000; Blandy, 2001). There is 
however limited documentation and analysis of this industry using cluster methodologies. 
Marsh and Shaw (2000) suggest the synergy between collaboration and competition is the key 
driver for this cluster. Importantly these types of cluster processes are not as evident within 
the tourism industry.  
 
Marceau (1997) described the Australian wine industry as a natural resource-based cluster and 
identifies three contributory factors; producers are geographically concentrated, producers 
have common interest in technology and oenology; and education, research and development 
have provided common training facilities at world-class standard creating a highly skilled and 
 
highly technical industry. Anderson (2000) and Marsh et al (2000) have labelled the industry 
as a knowledge driven cluster with cluster linkages, embedded capabilities and knowledge 
infrastructure. There are some indications however, that this cluster potential may not 
continue and Marceau (1997) suggests the sense of common purpose within the wine industry 
has been diluted by a rapid increase in the number of new wine growers with little in common 
with existing growers.  
 
Understanding how wine and tourism industries might cluster creates an opportunity to look 
at linkage between these regional industries. This approach provides an opportunity to explore 
wine-tourism and how it stands in relation to regional clusters. Using the lens of clusters in 
this way brings to light some interesting complementarities associated with wine tourism.  
 
Wine-Tourism Clusters 
 
Geographic co-location based on natural advantage, proximity to existing tourism centres or 
population centres and regional or brand recognition is seen as significant pre-condition for 
wine-tourism (Fuller, 1997; Hall, Johnson, & Mitchell, 2000; Salter, 1998). It is not simply 
the wine that makes for a wine-tourism destination but that – it comes from a special place 
(Salter, 1998).  
Crittenden (1999) suggests that – the wine-tourism company – should be involved in wine 
tourism suggesting that for wine-tourism to be successful it needs to be at the forefront of the 
enterprise. As a result, the main pre-conditions for wine-tourism based on Crittenden’s 
analysis would include those enterprises with limited export focus or overseas sales, limited 
wholesale/retail off-site sales and a reliance on cellar door sales. Consequently, the increasing 
dominance of the major wine corporations in Australia and their continued focus on export 
 
markets (Marceau, 1997) means wine-tourism is increasingly becoming the arena of the 
smaller boutique producer.  
 
How to recognise the potential impacts of wine-tourism on regional wine and tourism 
industries is something that is only recently being explored. Wine-tourism is in the early 
stages of its life cycle within the Australian context and perhaps later in the cycle, where 
wine- tourism has been successful, some negative impacts may emerge. An example of this 
has occurred in the Napa Valley, California, where wine-tourism is now limiting the success 
of the wine industry upon which it was foundered (Skinner, 2000; Nordin, 2003). To provide 
a sustainable wine-tourism product depends on the survival of the local wine industry and a 
commitment to co-operation, slow planned growth and the establishment of partnerships 
(Skinner, 2000). These developmental stages are also linked with how relationships between 
the wine and tourism industries are manifested within a region. It is at this point that the 
significance of clusters becomes most relevant. The discussion has suggested there are 
differences between how the wine and tourism industries behave in terms of clusters and these 
now play a role in how a region’s wine-tourism activities develop. 
 
Applying cluster concepts to wine-tourism has not been the focus of major research however 
some wine-tourism research has identified and described some of the key components of 
clusters. Perhaps the most well researched wine-tourism cluster is that of the Napa Valley 
where Porter’s Californian wine clusters sparked the use of this methodology. Nordin (2003) 
provides an overview of how the wine cluster and tourism and hospitality cluster are working 
together. She suggests that the interaction of a comparatively well developed and recognised 
wine industry cluster with a less understood tourism cluster can provide an opportunity for 
increasing competitive advantage of each industry through the development of wine-tourism. 
 
Geographic co-location (agglomeration), competition and co-operation, collaboration and 
networks, niche creation, innovation and knowledge transfer all play a role in wine-tourism 
development. All of which are important cluster factors which are particularly evident in wine 
clusters and not so evident in tourism clusters. 
 
On the domestic market, the “formal definition of regions is leading to more information-
sharing among producers within the region, and to better coordination with regional tourism 
activities” (Anderson, 2001b, p.13). This is perhaps one of the more prominent opportunities 
for wine-tourism cluster development. However, for clusters to be active there are a number 
of factors that are important. There seems little doubt in the literature that wine-tourism has 
the potential to benefit from co-operation and collaboration whether vertical, horizontal or 
diagonal networks (Hall & Jenkins, 1998; Johnson, 1998; Michael, 2001), and through value 
chains in which each stage adds economic value (Getz, 1998).  
 
Not withstanding the potential for positive cluster development in wine-tourism, there are 
recognised barriers to its successful development. These may simply stem from the nature of 
the relationship between these two industries. The development of networks in wine-tourism 
can be difficult due to the information gaps about the perceived benefits of such linkages 
(Hall & Johnson, 1997) and the apparent lack of inter-industry linkages and co-operation 
(Macionis & Cambourne, 2000).   
 
From a winery perspective, both the wine and tourism industries suffer from a lack of sectoral 
linkages that has resulted in a lack of cohesion and inter-organisational co-operation 
(Johnson, 1998; Macionis, 1997). On the other hand, Macionis (1997) suggests the barriers to 
the wine industry stem from a lack of experience and entrepreneurial skill regarding tourism, 
 
particularly amongst smaller wineries and that tourism is often seen as a secondary or tertiary 
activity in the wine industry. Conversely, Johnson (1998) sees these barriers in relation to the 
tourism industry that has a lack of understanding of viticultural practices and the demands of 
winemaking and, on occasion, a conflicting demand for scarce resources. 
 
The difficulty in developing relationships between the wine and tourism industries is most 
likely the consequence of a number of factors specific to these industries rather than how they 
manifest in regional settings. It is important to note that differences between these industries 
include structure, their breadth, the degree of collaborative behaviour and the level of 
innovation and knowledge sharing. These cluster pre-conditions are important when 
considering their impact on cluster behaviour, both passive and active. Clusters in wine- 
tourism bring with them the intricacies of these different industries and cluster types and 
provide insight into the interaction between clusters in distinct industries that often 
geographically overlap. In addition, the case studies described in this chapter provide valuable 
insight into the importance of common pre-conditions which might revolve around location 
and the very nature of the industries concerned. 
 
THREE CASE STUDIES 
 
This chapter discusses some outcomes of research on three regional case studies in Regional 
Victoria, Australia. Each case study comprised a wine and tourism cluster and investigated 
their characteristics and the interaction between the two co-located clusters. The regional case 
studies were examined using qualitative and quantitative data. This chapter reports on the 
qualitative information derived from secondary data and semi-structured interviews. The 
sample population for each of the three regions was drawn from key stakeholder 
 
representatives in the wine and tourism industries, local government, local industry group and 
education providers, and other stakeholder representatives identified as the extent of the 
cluster was identified. The sample selecting was based on snowball or networking (Hussey & 
Hussey, 1997). For each region, the number of key representatives initially identified varied 
due to the extent of industry/government/educational involvement in the region. In total 32 
interviews were conducted across the three case studies. 
 
Using a question answer reporting format described by Yin (1994) for reporting on multiple 
case studies, the following questions were asked for each of the three case studies:  
• Which elements are important in classifying regional wine and tourism clusters? 
•  Are cluster pre-conditions important in these clusters? 
• How important are passive processes in these clusters? 
• How important are active processes in these clusters? 
• Do these wine and tourism clusters overlap? 
• Do these clusters complement each other? 
 
This information provides an assessment of the context and activities of each case, and is used 
later to categorise the cluster by reference to the level of clustering activity, complementarity 
and overlap. Each question addresses a particular component or activity of clusters.  
 
Cluster elements include the geographic, economic and social aspects of a cluster. The focus 
of the study is essentially rural and regional micro-clusters, which one might expect to have 
some impact on the role and strength of cluster elements that might not be evident in larger 
and more established clusters (Rosenfeld, 1996).  
 
 
Cluster pre-conditions are those conditions that need to be present to initiate or sustain a 
cluster. In this research, pre-conditions are implied in the reasons why businesses choose to 
locate in a particular region. This approach has not been widely reported in the literature, 
though it was adopted by Brown (1999) for his work on the electronics cluster in 
Christchurch, New Zealand. This approach allows key cluster strengths to be identified in the 
absence of other data sources.  
 
The concept of passive cluster processes is an outcome of business co-location that is not 
actively sought. In this study, specific questions provide a measure of the extent businesses 
derive goods and services locally, have local customers, and acquire technology through spill-
over and skill and knowledge transfer from within the cluster. These are considered the result 
of co-location and are not specifically the result of the cluster’s existence.  
 
Active cluster processes are of particular interest in cluster research because they help 
describe the dynamism of clusters. They depend on those benefits gained only through the 
deliberate decisions made by businesses within the cluster (Brown, 1999). Active processes 
are also a feature of cross cluster activity. These processes typically result from strong 
relationships between businesses within the cluster and between clusters. In this study, the 
strength of these relationships was ascertained by asking respondents to map the cluster 
relationships. The relationships that businesses have with other local businesses or agencies 
vary; they may be informal in nature and may become more formal over time. The data 
collected in this study includes formal and informal relationships.  
 
Cluster overlap was identified by Porter (2001, 2003) and is essentially a measure based on 
industry category, strength of cross industry activities and relationships. According to Porter 
 
(2003), both clusters need to demonstrate industry overlap through undertaking the same 
activity, or having some of the same components and sectors contributing to the cluster. This 
reciprocity of cluster overlap is an important factor when determining cluster overlap in 
relation to this study. 
 
The study uses the concept of cluster complementarity which is gauged through the 
importance of reputation, regional recognition and cross cluster relationships to cluster 
members. The data collected in this study reflect the level of complementarity achieved, by 
identifying whether businesses have working relationships with other businesses and the 
nature of those relationships. The study determines that if most of those interviewed regarded 
the level of complementarity between businesses was important for a range of cluster 
activities and relationships then these clusters are regarded as displaying active 
complementarity. These working relationships are actively sought by most businesses to gain 
benefit from each other. If, on the other hand, most of these activates and relationship were 
seen as of little importance by most interviewees, these clusters are described as displaying 
passive complementarity; that is to say, this complementarity may be a matter of chance 
rather than actively sought. These measures of complementarity, though not conclusive, have 
been chosen to provide an understanding of the extent of cluster activity in the absence of 
other more quantitative methods.  
 
Characteristics of the Regional Wine and Tourism Cluster Case Studies  
 
Does any one of the cluster elements – geographic, economic or social – become more 
important than the others in determining cluster type? The relative importance of these 
elements in each cluster is summarised in Table 1 and reflect the qualitative data gathered.  
 
 The information gleaned through the interviews suggests that cluster elements, be they 
geographically based, economically based or to do the social structures within the cluster, 
vary in importance. The importance of geographic and social elements in the case studies 
appear to be most variable and seemingly of less importance in many of the clusters studied. 
It may be that these elements create the difference between the clusters in this study. 
 
Table 1  The comparative importance of cluster elements  
Cluster 
Elements 
Case study one: 
Wine             Tourism 
Case study two: 
Wine                Tourism 
Case study three:  
Wine           Tourism 
Geographic X XXX XX XXX XXX XXX 
Economic X XXX XXX XXX XXX XXX 
Social XX XX XXX X XXX XX 
Note. X not important; XX important; XXX very important 
 
Cluster pre-conditions are related to cluster elements. For example geographic pre-conditions 
include distance from markets, infrastructure, climate and landscape. Social pre-conditions 
include the presence of industry associations, collaborative activity and lifestyle factors and 
economic pre-conditions are to do with the significance of the cluster in the regions economy, 
it export activity, the size and structure of enterprises within the cluster and degree of vertical 
and horizontal integration within and beyond the regions economy. Table 2 indicates relative 
importance of a range of pre-condition in each cluster and again is derived from qualitative 
data gathered. The data indicates the types of pre-conditions important to clusters vary 
between clusters and regions.  
 
Table 2 The comparative importance of cluster elements as cluster pre-conditions  
 
Cluster Pre-
conditions 
Case study one: 
 Wine              Tourism 
Case study two:  
Wine              Tourism 
Case study three:  
Wine             Tourism 
Geographic XX XX XXX XXX XX X 
Economic X XXX XXX XXX X XX 
Social XX XXX XXX XXX XX XX 
Note. X not important; XX important; XXX very important 
 
These findings suggest that the importance of pre-conditions varies across the clusters with 
some regions (case study two) showing geographic, economic and social pre-conditions are 
very important.  The relative importance of social pre-conditions suggests that clusters are not 
necessarily formed by economic or geographic pre-conditions in isolation.   
 
Passive cluster processes are diverse and identifying if they are important in each cluster 
provides an indication of their level development. Table 3 summarises the data obtained from 
the case studies and identifies that not all clusters demonstrate benefits associated with 
passive cluster processes.  
 
Table 3 Comparative importance of passive cluster processes in each cluster 
Cluster Processes Case study one:  
Wine           Tourism 
Case study two: 
Wine            Tourism 
Case study three:  
Wine        Tourism 
Passive cluster 
processes 
X X XXX X XXX X 
Note. X not important; XX important; XXX very important 
 
For example, in case study one the clusters show little benefit from passive cluster processes. 
These data suggest tourism clusters in particular have limited recognised passive eternality 
development; this may be a function of tourism clusters in general (Braun, 2003) and might 
reflect the broad scope and fragmented nature of this industry.  
 
 
Active cluster processes are those that determine the level of cluster dynamism and should be 
well developed in successful clusters. Table 4 summarises the relative strength of active 
cluster processes in each cluster.  
  
Table 4  Comparative importance of active cluster processes in each cluster  
Cluster Processes Case study one:  
Wine           Tourism 
Case study two:  
Wine            Tourism 
Case study three:  
Wine        Tourism 
Active cluster 
processes 
X XX XXX X XXXX XX 
Note. X not important; XX important; XXX very important; XXXX extremely important 
 
These data show that only some clusters demonstrate strong active cluster process and these, 
with the exception of case study one, are more commonly wine clusters.  
 
In this study, cluster overlap implies both clusters need to share activities or businesses; none 
of the case studies demonstrated cluster overlap between their wine and tourism clusters. The 
use of this measure of cluster overlap may prove to be problematic in other applications but it 
remains important in this context because it is indicative of reciprocal interactivity between 
these clusters. In all cases in this study, the tourism clusters did not demonstrate sufficient 
levels of joint activity or engagement with wine businesses to constitute overlap as it is 
defined in this study. Conversely, there appears a tendency for the wine clusters to be engaged 
in joint activities with business in the tourism cluster. 
 
Assumptions on how to determine cluster complementarity were required and the measures of 
active and passive complementarity have been adopted. These aspects of clusters were 
derived using a relationship map indicating the importance of cluster interaction with other 
components of the regions economy. These components were divided into those that are 
 
derived simple by co-location – passive processes – while active processes involve the wine 
and tourism clusters actively developing relationships and business opportunities as a 
consequence of co-location. 
 
Table 5   Complementarity between clusters  
 Case Study One Case Study Two Case Study Three 
Clusters Wine Tourism Wine Tourism Wine Tourism 
Cluster 
Complementarity 
Active Passive Active Passive Active Active 
 
It appears it is generally the wine clusters that demonstrate more active complementarity 
towards the tourism clusters than tourism clusters with the wine clusters; case study three 
being the exception. Understanding cluster complementarity between wine and tourism 
clusters is complex, and this study has relied on data gained from a range of stakeholders 
within each region and industry sector. With this in mind, case study three demonstrates 
reciprocal cluster complementarity which sets this region apart in terms of its potential for 
wine-tourism development. Why this is so remains unclear, however the structure of the wine 
and tourism clusters in case study three share strong economic, geographic and to a lesser 
extent social elements and appear less reliant on cluster pre-conditions but exhibit stronger 
active cluster processes than the other case studies described. 
 
CONCLUSION AND IMPLICATIONS 
 
This chapter has provided an overview of several characteristics peculiar to both wine and 
tourism industries.  Perhaps the most notable of these relates to the nature and structure of 
these industries and the implications for the development of regional clusters. In particular, 
the implications of the broadly based tourism industry on how it is defined and described both 
as an industry and as a factor in regional economies. In addition, pre-conditions for tourism 
 
development can be contradictory. They rely on resources, relationships between 
stakeholders, bottom-up and top-down factors that can result in positive competitive 
advantage but may also cause negative competitive behaviour or community rejection. Using 
clusters as a marketing tool or a strategy for economic development and not as a means to 
determine and strengthen pre-conditions important for the development of regional tourism 
activity may be partly the cause of limited successful tourism cluster development in regional 
Australia. 
 
Conversely the wine industry appears more easily identified but still has a diverse base.  It has 
been recognised as having pre-conditions that mean it is readily viewed as a cluster in 
Australia. There are however aspects of the industry that are changing how it functions in 
many regions. These changes are diverting some of the clustering energies of particularly 
smaller operators in the wine sector to becoming more focused on domestic sales through 
tourism and lifestyle markets. This appears to be generating some cluster activity through the 
medium of wine- tourism. 
 
Clusters can be used with caution as an analysis tool in the tourism industry but the impact of 
top-down tourism approaches modify how clusters can actually function; particularly the 
active processes of clustering that involve collaboration, shared knowledge and interaction. 
These are evidence that suggests that the essence of clustering is undeveloped and there is 
opportunity to investigate further the reasons for this. The wine industry is based on a 
collaborative joint marketing approach that has provided the impetus for effective wine 
clusters to emerge. The opportunities this might provide for sectors of the tourism industry to 
gain clustering expertise through interaction with a wine cluster is worthy of note. Using 
clusters as a tool to understand how these industries are organised and function does appear to 
 
have merit by achieving a better understanding of wine-tourism in particular, and to identify 
those aspects that are barriers to expansion. 
 
The implications of this are reflected in the realisation that wine and tourism industries are 
different and require approaches that might not be normally used to measure their success or 
potential for success when considering wine-tourism. It seems that by taking a more holistic 
approach, realising strengths and weakness in both wine and tourism industries through a 
cluster approach might highlight new and innovative ways to advance regional wine-tourism.  
 
This chapter has introduced the concept that cluster studies can reveal characteristics of 
regional wine and tourism industries but there is now a need for this discussion to be more 
fully explored. It appears that the nature of the industry does matter and it is the wine industry 
that plays the most significant role in cluster activities associated with wine-tourism. The 
study also shows that location may play a significant role in how co-located clusters might 
interact and actively complement each other. This qualitative exploration of micro-clusters 
across three regional locations has provided an insight into the interaction between co-located 
industries that have the potential to spark new enterprises and in so doing broaden the 
economic base of regional economies. It has also highlighted that not all industries or 
locations behave in the same way. This reflects the commonly observed phenomenon that in 
some regions wine-tourism is more successful than on other regions even though the regional 
attributes may be similar. It also highlights the important role the wine industry plays in the 
development of wine-tourism. These findings identify the importance of active cluster 
processes across regions and industries and can inform regional economic development and 
industry based strategies.  
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